"MO, RN : Price Increases Consistent With Fundamental Expectations" 

First Call Market Note (11/24/98) Cohen, Marc--Goldman Sachs [excerpts] 

"Philip Morris and RJR Nabisco have each announced wholesale cigarette price 
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increases of 45c per pack, essentially the entire amount that we've estimated 
will be needed to pay settlement-related expenses that will be incurred or 
accrued for in 1999. Our EPS estimates for MO remain unchanged at $3.18 for 
1998 and $3.30 for 1999, and we continue to recommend purchase of the stock 
with a mid-$60 target price. Our 1999 RN estimate continues to be 
substantially below consensus at $1.80, and we rate this stock as a market 
performer." 

"The magnitude of the price increase reinforces our view that cigarette 
manufacturers are intent on working down excess trade inventories quickly. 
Discounting activity is likely to remain high." "Although there is potential 
upside to our mid-$60 target price target for MO, we do not expect to see 
much further multiple expansion until additional progress on legal and 
regulatory issues becomes visible. We see very little chance of a split of 
tobacco, food and beer assets." "We also expect RJR Nabisco to move 
cautiously towards an intended Nabisco spin-off. The sum of parts valuation 
that some foresee will be slow to develop due to continuing litigation and 
fundamental issues." 
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